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AFFIRMATION ,

[
1. Catherine OFConnor, affirm that. to the best of my knowledge and belief. the accompanying hnanual
statements and supplemental schedules pertaining (o Creditex Securitics Corporation (the C,ompan)) for the
vear ended December 31 2006. are true and correct. 1 further affiem that neither the Company nor any officer

or director has any proprictary interest in any account classified solely as that of a customer.

Subscribed and sworn to betore me.
On this _23rd of February 2007

gho U

Wublic

RENEE M. FISHMAN
Notary Public, State of New York
No. 02FI6146775
Qualified in New York County
Commission Expires May 22, 2010

ZQLV/ b 1 0@?

Catherine O'Connor
President

February 23, 2007

Date |



Deloitte & Touche LLP
Two World Financial Center
New York, NY 10281-1414

USA

Tel: +1°212 436 2000
Fax: +1 212 436 5000
www.deloitte.com

Deloitte. .

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholder of
Creditex Securities Corporation

. We have audited the accompanying statement of financial condition of Creditex Securities

' Corporation (the “Company”), (a wholly-owned subsidiary of CreditTrade Inc.), as of

' December 31, 2006, that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act
of 1934, This financial statement is the responsibility of the Company s management. Our -

| responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America.' Those standards require that we plan and perform the audit to obtain

' reasonable assurance about whether the financial statement is free of matena] misstatement. An

audit includes consideration of internal control over financial reportmg as a basis for desngmng

audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company § internal control over financial reporting.

. Accordingly, we express no such opinion. An audit also includes exammmg, on a test basis,
evidence supporting the amounts and disclosures in the financial statement assessing the
accounting principles used and significant estimates made by management as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, such statement of financial condition presents fairly,:in all material respects, the

financial position of Creditex Securities Corporation at December 31 ,'2006, in conformity with
accounting principles generally accepted in the United States of America.

M&T@&L P

+  February 23, 2007

Member of
Deloitte Touche Tohmatsu
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CREDITEX SECURITIES CORPORATION
(A Wholly-Owned Subsidiary of CreditTrade Inc.)

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006
ASSETS
Cash $ 51,625
Receivable from clearing broker 693,752
Othqr assets 15,909
TOTAL $ 761,286
LIABILITIES AND STOCKHOLDER'S EQUITY
LIABILITIES:
Accounts payable and accrued expenses § 102,404
Due to affiliates 486,806
Total liabilities 589,210
STOCKHOLDER’S EQUITY:
C:ommon stock, par value $0.01. Authorized, issued, and
outstanding 44,000,000 shares 440,000
Accumulated deficit (267,924)
Total stockholder’s equity 172,076
TOTAL $ 761,286

See notes to Statement of Financial Condition.




CREDITEX SECURITIES CORPORATION
(A Wholly-Owned Subsidiary of CreditTrade Inc.)

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

GENERAL

Creditex Securities Corporation (the “Company”) is registered as a broker—dealer under the
Securities Exchange Act of 1934 and is a member of NASD. The Company is a wholly-owned
subsidiary of CreditTrade, Inc. (the “Parent”). The statement of ﬁnanc:al condition and '
accompanying notes are prepared in accordance with accounting pnnc:ples generally accepted in
the United States of America.

The Company, in connection with its activities as a broker-dealer, does not hold funds or
securities for customers. Accordingly, the Company is exempt from SEC Rule 15¢3-3 pursuant
to provision (k)(2)(ii) of such rule.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Securities Transactions—Proprietary securities transactions are rccorded on a trade date basis.
For the year ended December 31, 2006, the Company’s principal transactions revenue was
generated by bond trading.

Use of Esamates—The preparation of the statement of financial condltlon in conformity with
accounting prmclples generally accepted in the United States of Amenca requires management to
make estimates and assumptions that affect the amounts reported i m the statement of financial
condition and the accompanying notes. The Company believes that the estimates utilized in the
preparation of the statement of financial condition are prudent and reasonable. Actual results
could differ materially from those estimates.

Income Taxes—Income taxes are accounted for under the asset and:liability method. Deferred
tax assets and liabilities are recognized for the future consequcnccs atmbutable to differences
between the financial statement carrying amounts of existing assets and liabilities and their ;
respective tax bases. Deferred tax assets are also recognized for the|future consequences of net
operating loss carry forwards. Unless it is more likely than not that the deferred tax asset will be
realized, a valuation allowance is established.

New Accounting Developments—In July 2006, the Financial Accountmg Standards Board
(“FASB”) 1ssued FASB Interpretation No. 48, Accounting for Uncertamttes in Income Taxes—
an Interpretation of FASB Statement No. 109 (“FIN 48”). FIN 48 prescnbes a recognition
threshold and measurement attribute for the financial statement rcco'gmtlon and measurement of
a tax position taken in a tax return. The Company must presume thejtax position will be
examined by the relevant tax authority and determine whether it 1s more likely than not that the
tax position will be sustained upon examination, including resolunon of 2 any related appeals or
litigation processes, based on the technical merits of the position. A tax position that meets the
more-llkely-than-not recognition threshold is measured to determme the amount of benefit to
recognize in the financial statements. FIN 48 also provides guldance on derecognition, '
classification, interest and penalties, accounting in interim periods, disclosure, and transition; FIN
48 is effective for fiscal years beginning after December 15, 2006. The Company is currently
evaluating the financial statement impact of adopting FIN 48.
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NET CAPITAL REQUIREMENT

In September 2006, the FASB issued Statement of Financial Accountmg Standards (“SFAS”)
No. 157, Fair Value Measurements. SFAS No. 157 defines fair value establishes a framework
for measuring fair value and expands disclosures about fair value measuremcnts SFAS No. 157
is effective for fiscal years beginning after November 15, 2007. The Company is currently
evaluating the ﬁnanc1a1 statement impact of adopting SFAS No. 157

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets
and Financial Liabilities. This Statement provides a “Fair Value Optlon under which a company
may irrevocably elect fair value as the initial and subsequent measurement attribute for certain
financial assets and liabilities. This Fair Value Optlon will be avallable on a contract-by-contract
basis with changes in fair value recognized in eamings as those changes occur. SFAS No. 159 is
effective for fiscal years beginning after November 15, 2007. The Statement also allows an entity
to early adopt the Statement provided that the entity also adopts the requnrements of SFAS No.
157. The Company is currently evaluating the financial statement 1m'pact of adopting SFAS No.
159.

RELATED PARTY TRANSACTIONS

At December 31 2006, the Company had $486,806 payable to its afﬁhates which represents
amounts owed for goods and services provided by various affiliates as well as an amount owed to
an affihiate relating to trading activity.

The Company is.subject to the Uniform Net Capital Rule (Rule 15c3 1) under the Securities
Exchange Act of 1934, which requires the maintenance of mlmmum net capital and requires that
the ratio of aggregate indebtedness to net capital both as defined, shall not exceed 15 to 1 and the
rule also provides that equity capital may not be withdrawn or cash dmdends paid if the
restricting net capital ratio exceeds 10 to 1. The Company has e!ecteld to use the basic method
permitted by Rule 15¢3-1, which requires that the Company mamtam minimum net capital, as
defined, equal to the greater of $5,000 or 6 %% of aggregate mdebtedness as defined.

At December 31 2006, the Company had net capital, as defined, of $156,167 which was
$116,886 in excess of its required net capital of $39,281.

The Company’s ratio of aggregate indebtedness to net capital was 3.77 to 1.

INCOME TAXES

The Company has net operating loss carryforwards of approximately $268,000. The deferred tax
asset associated with the Company’s net operating loss canyforwards has been fully offset by a
valuation allowance given the Company’s historical operating results.

GOING CONCERN

The operations for the current and prior years did not generate sufﬁc:ent cash to cover current
obligations. The Parent has pledged its financial support to the Company for it to be able to
continue as a going concern and for maintaining the minimum cap1tal requirements as dictated by
the NASD.




7.  SUBSEQUENT EVENT

_ In January 2007 the Cornpany entered into an equity contnbut:on agreement with the Parent and

| Creditex Fmancmg LLC (the Parent of CreditTrade Inc., the “Ultlmate Parent") whereas the

' Ultimate Parent transferred and delivered to the Parent $1 850, 000 that was exc]uswely
transferred and delivered to the Company as a contribution to, and investment in the Company as

permanent equity capital.

* &k % % h *
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February 23, 2007

Creditex Securities Corporation
875 Third Avenue, 29" floor
New York, NY 10022

In planning and performing our audit of the financial statements of Credltex Securities Corporation (the
*“Company™), (a wholly-owned subsidiary of CreditTrade Inc.), as of and for the year ended
December 31, 2006 (on which we issued our report dated February 23, 2007) in accordance with
audltmg standards generally accepted in the United States of America, we consrdered the Company’s
mtemal control over financial reporting (internal control) as a basis for dcs1gmng our auditing
procedures for the purpose of expressing our opinion on the financial statements ‘but not for the
urpose of expressing an opmlon on the effectiveness of the Company’s mtemal control. Accordingly,
we do not express an opinion on the effectiveness of the Company’s internal control. .

Also as required by Rule 17a-5(g)(1) of the Securities and Exchange Commlsswn {the “SEC”), we
have made a study of the practices and procedures followed by the Company, including consideration
of control activities for safeguarding securities. This study included tests of compliance with such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in
making the periodic computations of aggregate indebtedness and net capltal under Rule 17a- 3(a)(1 1)
and for determining compliance with the exemptive provisions of Rule 15c3-3 We did not review the
practices-and procedures followed by the Company in making the quarter]y securities examinations,
counts, verifications, and comparisons, and the recordation of differences required by Rule 17a-13 or in
complying with the requirements for prompt payment for securities under Sectlon 8 of Federal Reserve
Regulatlon T of the'Board of Governors of the Federal Reserve System, because the Company does not
carry securities accounts for customers or perform custodial functions relatmg to customer securities.

The management of the Company is responsible for establishing and maihtaining internal contro! and
the practices and procedures referred to in the preceding paragraph. In fulﬁ]lmg this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs
of controls and of the practices and procedures referred to in the proceedm'g paragraph and to assess
whether those practices and procedures can be expected to achieve the SEC’s above-mentioned

ob] ectives. Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for Whlch the Company has
responsibility are safeguarded against loss from unauthorized use or chsposnt:on and that transactions
are executed in accordance with management s.authorization and recorded| properly to permit
preparatlon of financial statements in conformity with generally accepted accountmg principles.

Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding

paragraph

Member of
Deloitte Touche Tohmatsu
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Creditex Securities Corporation
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Page 2

B]ecause of nherent limitations in internal control and the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluatmn of them to future
penods 1s subject to the risk that they may become inadequate because of changes in conditions or that
the effectiveness of their design and operation may deteriorate.

A control def iciency ex1sts when the design or operation of a control does not allow management or
employees in the normal course of performing their assigned functions, to .prevent or detect
nusstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authonze record, process, or
report financial data reliably in accordance with generally accepted accountmg principles such that
there is more than a remote likelihood that a misstatement of the entity’s ﬁnanmal statements that is
more than 1nconsequent1a1 will not be prevented or detected by the entlty s'internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of the internal control was for the limited purpose descnbed i the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in intenal control and control activities for
safeguardmg securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its pﬁrposes in accordance w1th
the Securities Exchange Act of 1934 and related regulations, and that practlces and procedures that do
not accomplish such objectives in all material respects indicate a material madequacy for such
purposes Based on this understanding and on our study, we believe that the Company’s practices and
procedures as described in the second paragraph of this report, were adequate at December 31, 2006, to
meet the SEC’s objectives.

ThlS report is intended solely for the information and use of the Board of Dlrectors management, the
SEC, NASD, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange
Act of 1934 in their regulation of registered broker-dealers, and is not mtended to be and should not be
u_sed by anyone other than these specified parties.

Yours truly,

Dotaie £ Tovche wur

END




